
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

0 

AN APPLICATION OF FERN CREEK SEWER ) 
COMPANY, 1NC.r FOR AN ADJUSTMENT ) CASE NO. 9137 
OF RATES ) 

O R D E R  

On September 12, 1984, Fern Creek Sewer Company, Inc., ("Fern 

Creek") filed an application with the Commission to increase its 

sewer rate pursuant to 807 KAR 5 : 0 7 6 ,  Alternative R a t e  Adjustment 

Procedure for Small Utilities ( " A R F " ) .  Fern Creek's proposed 

rates would produce additional revenue of approximately $14,487 

annually, an increase of 181.S percent over test-period actual 

operating revenues of $7,983. In its Order of March 12, 1985, the 

Commission granted Fern Creek an increase in revenue of $7,184, an 

increaee of 90 percent. 

Prior to issuance of that Order, t h e  Commission had issued 

two information requests  in which it required Fern C r e e k  to submit 

information on a number of issues including t h e  two issues even- 

tually raised by Fern Creek i n  its petition for rehearing which 

was filed March 21, 1985, which were: (1) routine maintenance 

fees and (2) non-routine maintenance of treatment plant expenses. 

In its Order of April 10, 1985, the Commission granted rehearing 

on the two issues raised by Fern C r e e k ,  primarily hecauae there 

had been no hearing prior to issuance of the Commission's Order of 

March 12, 1985, since the case wa8 filed under t h e  ARF procedure. 



A l s o ,  F e r n  C r e e k  w a s  r e q u i r e d  to  s u b m i t  p r e f i l e d  t e s t i m o n y .  The  

O r d e r  a l lowing  r e h e a r i n g  s c h e d u l e d  a h e a r i n g  f o r  May 2 9 ,  1985, a t  

t h e  o f f i c e s  of t h e  Commission. 

F e r n  C r e e k  f i l e d  n e i t h e r  t e s t i m o n y  n o r  a d d i t i o n a l  proof o n  

t h e  t w o  i s s u e s  w i t h i n  30 d a y s  a s  r e q u i r e d  by  t h e  Commiss ion ' s  

Order  o f  A p r i l  10, 1985.  On May 28 ,  1 9 8 5 ,  F e r n  C r e e k  f i l e d  w i t h  

t h e  Commission a m o t i o n  to  h a v e  t h e  h e a r i n g  s c h e d u l e d  f o r  May 2 9 ,  

1 9 8 5 ,  p o s t p o n e d .  Then ,  o n  September 4 ,  1 9 8 5 ,  F e r n  Creek  f i l e d  a 

le t ter  a d v i s i n g  t h e  Commission t h a t  i t  would n o t  s e e k  a f o r m a l  

h e a r i n g  o n  t h e  i s s u e  o f  n o n - r o u t i n e  m a i n t e n a n c e  o f  t r e a t m e n t  p l a n t  

e x p e n s e s .  The issue of r o u t i n e  m a i n t e n a n c e  was c o n s i d e r e d  a t  t h e  

h e a r i n g  of J u n e  5 ,  1985, i n  Case No. 9101 ,  The Applicat ion o f  

E n v i r o  U t i l i t i e s ,  I n c .  S i n c e  s e v e r a l  u t i l i t i e s  owned b y  Carrol l  

Cogan a n d  s e r v i c e d  b y  A n d r i o t - D a v i d s o n ' s  S e r v i c e  Company, I n c . ,  

had  cases p e n d i n g  i n  w h i c h  r o u t i n e  m a i n t e n a n c e  f e e s  were a t  i s s u e ,  

i t  w a s  a g r e e d  t h a t  r o u t i n e  main tenance  f e e s  would be c o n s i d e r e d  

g e n e r i c a l l y  in t h e  case i n v o l v i n g  E n v i r o  and  t h e  t e s t i m o n y  would 

be i n c o r p o r a t e d  i n t o  t h e  o t h e r  cases i n v o l v i n g  Carrol l  Coqan-owned 

u t i 1  i t ies.  

The Commission r e c e i v e d  o n e  protest  l e t te r  f i l e d  

September 2 0 r  1 9 8 5 ?  and  by a n  O r d e r  e n t e r e d  September 2 0 ,  1 9 8 5 ,  

t h e  Commission g r a n t e d  f u l l  i n t e r v e n t i o n  s t a t u s  to  t h e  F e r n  C r e e k  

Community A s s o c i a t i o n .  A l t h o u g h  a h e a r i n g  was n o t  c o n d u c t e d  i n  

t h i s  case, F e r n  C r e e k  f i l e d  a b r i e f  w i t h  t h e  Commission o n  

October 2 ,  1 9 8 5 ,  i n  which  it d i e c u s s e d  t h e  t w o  i s s u e s  o f  r o u t i n e  

and  n o n - r o u t i n e  m a i n t e n a n c e  of t r e a t m e n t  p l a n t  e x p e n s e s .  I n  t h a t  

b r i e f ,  F e r n  C r e e k  r e q u e s t e d  t h a t  t h e  p o r t i o n  of a b r i e f  f i l e d  
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September 30, 1985, on beha l f  of E n v i r o  d e a l i n g  with routine 

maintenance  f e e s  be applied to  t h i s  case. 

R o u t i n e  M a i n t e n a n c e  F e e s  

A s  u n d e r s t o o d ,  t h e  Commiss ion ' s  d e t e r m i n a t i o n  w i t h  respect to 

t h e  r o u t i n e  m a i n t e n a n c e  i s s u e  i n  Case N o .  9 1 0 1  w i l l  be followed i n  

t h i s  case. There fo re ,  t h e  f i n d i n g s  with regard to t h e  r o u t i n e  

m a i n t e n a n c e  f e e  a s  d e l i n e a t e d  i n  t h e  O r d e r  i n  t h i s  p r o c e e d i n g  

d a t e d  March 12, 1985, are a f f i r m e d .  T h u s ,  no i n c r e a s e  i n  t h e  

r o u t i n e  m a i n t e n a n c e  fees is a l l o w e d .  

M a i n t e n a n c e  of T r e a t m e n t  and Disposal P l a n t  

I n  i ts p e t i t i o n  f o r  r e h e a r i n g ,  F e r n  C r e e k  o f f e r e d  n o  d i s c u s -  

s i o n  of t h i s  i s s u e ,  a n d ,  a s  m e n t i o n e d  p r e v i o u s l y  i n  t h i s  O r d e r ,  no 

t e s t i m o n y  o r  a d d i t i o n a l  proof o n  t h i s  i s s u e  was f i l e d  w i t h i n  30 

days of t h e  Commiss ion ' s  O r d e r  of A p r i l  10, 1985. 

I n  a b r i e f  f i l e d  with t h e  Commission o n  October 2, 1985, F e r n  

Creek s ta ted t h a t  n o n - r o u t i n e  m a i n t e n a n c e  e x p e n s e s  for t h e  years 

1980, 1 9 8 1 ,  1 9 8 2  a n d  1983 r e p r e s e n t e d  o n l y  emergency  repairs d u e  

to t h e  need for a ra te  a d j u s t m e n t  and  t h e  losses e x p e r i e n c e d  d u r -  

ing each of those years. T h i s  a r g u m e n t  d o e s  n o t  d i r e c t l y  a d d r e s s  

t h e  Commiss ion ' s  f i n d i n g  i n  its O r d e r  of March 1 2 ,  1985, t h a t  the 

test-year e x p e n s e  l e v e l  of n o n - r o u t i n e  m a i n t e n a n c e  is not repre- 

sentative of normal o p e r a t i n g  c o n d i t i o n s .  I n  regard  t o  F e r n  

Creek's a r g u m e n t ,  i t  was managemen t ' s  r e s p o n s i b i l i t y  to seek ra te  

relief on a more timely hasfe. S i n c e  F e r n  C r e e k  has p r e s e n t e d  n o  

new i n f o r m a t i o n  d i r e c t l y  relevant to t h e  iasue of non-routine 

m a i n t e n a n c e  e x p e n s e ,  the Commission cannot accept F e r n  C r e e k ' s  
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c o n t e n t i o n  t h a t  a n  i n c r e a s e  ove r  t h e  amoun t  i n c l u d e d  for rate- 

making  p u r p o s e s  i n  i ts  O r d e r  of March 12, 1 9 8 5 ,  s h o u l d  be allowed. 

OTHER ISSUES 

On J a n u a r y  14, 1985, Fern Creek submitted n o t i c e  t o  t h e  

Cornmission of i ts  i n t e n t  to b e g i n  c h a r g i n g  t h e  rates a d v e r t i s e d  i n  

its o r i g i n a l  app l i ca t ion  as of February 15, 1985. By l e t te r ,  

through its S e c r e t a r y ,  t h e  Commission n o t i f i e d  F e r n  C r e e k  o n  

F e b r u a r y  11, 1984, that it could not place its proposed C t l t e S  i n  

e f f e c t  u n t i l  March 2 ,  1985, b e c a u s e  i t  w a s  n o t  u n t i l  t h a t  d a t e  

t h a t  t h e  5 m o n t h s  a n d  20 days s u s p e n s i o n  period e n d e d .  I n  i ts  

O r d e r  of F e b u c a r y  28, 1985, t h e  Commission ordered F e r n  C r e e k  t o  

m a i n t a i n  its records i n  s u c h  mannec  a s  would e n a b l e  i t ,  the 

Commission,  or a n y  of its c u s t o m e r s  to  determine the amounts t o  be 

r e f u n d e d  a n d  to whom d u e  i n  t h e  e v e n t  a r e f u n d  was ordered upon 

f i n a l  d e t e r m i n a t i o n  of t h i s  case. I n  i ts  O r d e r  of March 1 2 ,  1985, 

t h e  Commission ordered F e r n  C r e e k  to r e f u n d  a n y  r e v e n u e s  collected 

s u b s e q u e n t  to  March 2, 1985, t h r o u g h  rates h i g h e r  t h a n  those f o u n d  

r e a s o n a b l e  i n  t h a t  Order. I n  its p e t i t i o n  for r e h e a r i n g  f i l e d  

March 21 ,  1985, F e r n  Creek s t a t e d  t h a t  t h e  rates w h i c h  it proposed 

to  put i n t o  effect  a s  of Match 2, 1985, had  n o t  b e e n  i n s t a l l e d  a n d  

t h a t  it would i n s t a l l  t h e  rates a p p r o v e d  by the Commission's Order 

of March 1 2 ,  1985.  F e r n  Creek s t a t e d  f u r t h e r  t h a t ,  due to the 

L o u i s v i l l e  Water Company b i l l i n g  c y c l e ,  t h o s e  rates would n o t  go 

into e f f e c t  u n t i l  t h e  l a t t e r  p a r t  of March.  T h e r e f o r e ,  t h e  issue 

of r e f u n d s  due c u s t o m e r s  h a s  b e e n  r e n d e r e d  moot. 
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SUMMARY 

The Commission, af ter  c o n s i d e r a t i o n  of t h e  e v i d e n c e  of r e c o r d  

and being a d v i s e d ,  is of t h e  opinion and finds t h a t  Fern Creek has 

f a i l e d  to p r e s e n t  s u f f i c i e n t  e v i d e n c e  to support  its argument t h a t  

the monthly routine maintenance  fee and t h e  l e v e l  of non-routine 

maintenance  expenses, included for rate-making purposes in the 

Order of Macch 1 2 ,  1 9 8 5 ,  s h o u l d  be i n c r e a s e d .  

I T  IS  THEREFORE ORDERED t h a t  t h e  F i n d i n g s  and Orders of t h e  

Commission's Order of March 12 ,  1985, except those r e l a t i n g  to 

customer r e f u n d s ,  be and they hereby are a f f i r m e d .  

Done a t  Frankfor t ,  Kentucky, t h i s  4thdayof S e p t a h e r ,  1986. 

PUBLIC SERVICE COMMISSION 

-a/ C o p  s s i o n e r  

ATTEST: 

kxecut  f v e  Di recto f 


